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4040 N. Farfax Drive, Sujie 204
Arlingion, VA 22203-1613

Re:  Boemg Poligies and fures Re ng DEARS 203. 7001

Dear Mr. Shaw:

This letier responds 10 your Scpiember 235, 2005 em=il requesting The Bocing
Company's ("Bocing™) policies and/o; procedures tha satisfy the requircments for
Comractor Standards of Conduct found in the Defensc Federal Acquisition
Repulsiion Supplement (“DFARS™) § 205.7001. As vou might expect. Boeing’s
“svstem of managemem controls™ coverimg the topics in DFARS § 203.7001 15
cvidenced by more than a single doecument. In fact. Boeing's management controls
are found in several documents, including policies, procedures and other wrillen
matenals, and are evdenced by evervday business practices.

Boemg has already provided many of these policies and procedures to the Air Force
as exhibits 10 its Response to the Air Force Notice of Suspension (dated August 25,
2003) (“Response™). That submission also contzins significam additional materials
describing the implememation of Boeing™s sysicm of manapemem controls.
including its Ethicz] Business Conduci Program.

Nonetheless, for yvour convenience, we have also incleded 1hose policies and
procedures as zfachments 10 s letier and have orgemized them and other penimem
mazcnals in accoréence with the topics in DFARS § 203,700]. You will note thai,
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1N 50MmiE Insiances, policies or procedures and other materials are ciled under more

than one DFARS heading due 10 their relevance to multiple 1opies.

We also believe that it is imporiant 1o note that Boeing's policies and procedures are
part of 2 larger, dynamic corporale povernance sysicm. An impertant component of
this system zre 1he various communications mechanisms that Boeing uses 1o ensure
thai all company employees are timely informed of and undersiand the rules, and
their associated purposes, under which Boeing conduets its overall business.
Accordingly, centain anached documents refate to the Company’s communicalions

10 employees regarding the policies and procedures.

Finally, Boeing has provided policies, procedures and related materials with this
submission that it believes are mos relevant 1o your request. Thus, other materizls
and practices that relate to the DFARS Coniractor S1andards of Conduct are not

meluded,

{1} A written code of business ethics and conduer and
an ethics training program for all emplovees

Exhibit 1: Boeing Policy-2, “Ethical Business Conduct™ (January 29, 20013}, This
Palicy establishes the formal siandards of cthicz] conduct ta be adhered to by all

Boeing emplovees throughoul the company.

Exhibit 2: Bocing Procedure-3, “Ethics and Business Conduct Program™
(December 20, 2001}, This Procedure documents the processes associated with
Boeing’s formal Ethics and Business Conduet Program outlined in the preceding
Policy-2, including the corporate struciure and roles, a5 well 25 education

reguirements for 2]l employees.

Exlibit 3: Boeing Ethical Business Conduet Guidelines (undated). Thi= booklet
prnwdﬁs 2n overview of Boeing’s Ethical Business Conduct Propram and
incarporates references o relevant policies and procedures. 1 is 2 resource for all
employees 10 use 10 ensure that their zctions conform 1o the highest ethica]

standards.

Exhihit 4: Boeing Guide 10 Compliznce with the Procurement Iniegrity Law and

Use of Competitor Data (undated). This Guide provides detailed puidance and
mstructions for 31] employees on effectively complying with the requirements of the
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Procurement Integrily Aci, znd discusses how the Act is relevant to various Boeing
policies and procedures.

Exhibit 5: Guidelines on Gathering and Use of Information about Competitors
{December 7, 1998). Thic guidance outlines requirements and procedures for
proposal tesms regarding the hendling and use of competiter information for the
purpase of mainaining the highest ethical standards in cenducting procurcment

activilies.
Exhibit 6: Boeing Procedure-70. “Procurement Integrity and Restrictions an Use of

Competitor Information™ (August 3, Z003), This Procedure documents procedures
related 1o ensuring Company-wide eompliance with the Procurement Imegrity Act

Exhibit 7: Boeing Procedure-4, “Proper Marketing Practices™ {December 17,
2001). Thiz Procedure outlines overall marketing practices for the Company,
including the siandards of conduct 10 be met by personnel in marketing, sales or
customer suppor functions. As stzled in its Response, Boeing is in the process of
revising ihis Procedure. Boecing will provide the revised Procedure when 1115

finalized.

Exhibit & Bosing Procedure-3, “Froper Marketing Practices - Marketing 1o the

V.S, Government™ (Felruary 11, 2002). This Procedure containg ethical conduct
requirements specificallv related 1o Boeing's marketing and sales function. Like

Procedure-4, this Procedure is 2leo being revised and will be provided when it is

finalized.

Exhibit 9 Boeing Procedure-3175, “Compliance Assessment Process™ (February
24, 2003}, This Procedure presenis Boeing's process for preventing and detecting
violations of Jaws and regulations, including those pentaining to ethical business
conducl.

Exhibit 10: Supervisors Guide: Ethics at Bosing — Commitment, Responsibilities
znd Resources (2000), This Guide documents the procedurcs that Boeing
supervisors musi use 1o brief new employvees on 2 opc-on-one basis regarding

Boecing’s Ethical Business Conduel Program.

Fxhibil 11: Boeing Procedure-4338. “Emploves Training and Developmenm™
{Augus 232 2000). This Procedure outlines the responsibilities for Boeing's
employee trainmg &nd development funclions.
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Exhibit 12: Basic Procurement Imegrity Course Maierials. These course malerials
outline the legal requirements for adhering to the Procurement Integmty law,
provides Boeing's policics and procedures relating 1o compliance. and also infiorms
employees 2= 10 their individual respossibilities 1o comply with the Procurement
Imtegrity laws.

Exhibit 13: Procusement Imegnity Refesher Course Presentation — “Procurement
Imicgritv/Use of Competitor Date.™ This training matcrial provides those employvees
who have already received the basic Procurement Imegsnity training with an
overview of the Jaw, Bocing's policies and procedures for compliance, as well as

the employee responsibilities for compliance.

Exhibit 14: Procuremeni Integrity Law — Proposal Team Briefing. This Briefing is
part of mandatory waining for all Bocing cmplovees involved in the Federal
procurcment procsss znd addresses such iopics 2s Government regulations, Boeing
policies, the Procement Integnity law, the iypes of miormanon covered and the
risks of non-comphance.

Exhibit 15: Procurement Integnty Law and Use of Competitor Dats (Briefing).
Tins Bnefing covers the Procuremeni Imegnity law. discusses the types of
injormation covered, reviews the nisks of noncompliance and presents scenanos.

Fimnally, all Boeing employees are reguired to pamicipaie in annual “Ethics Updale™
training which consisis of in-person group presentations and discussion.

{2)  Periodic reviews of company business practices,
procedures, policies. and internal controls for
compliance with siandards of conduet and the

specizl requiremenis of Ggvernment contracling

Extubit 16: Boeing Procedure-6302, Inteprated Defencs Sysiem Compliance
Review Board. Compliance Asseszment Team and Process Action Teams™ (October
24, 2003). Thas 15 the new|y-issued Procedure that esizblishes the Comphiance
Review Board (“CRB”) and Compliance Assessment Team (“CAST™) to which
Boeing commined in its Response. This Procedure ensures senior management's
involvernent and visihility in compliznce issues o creaie the highest possible Jevel
of performance by 1DS in 1the area of compliance by establishing 2 relizbie means of
smudying compliance 1ssues and trends and implementing appropriale process

changes.
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Exhibit 17: Bosing Procedure-31735, “Compliance Asscssment Process™

(February 24. 2003). This Procedure identifies and describes Boeing's process for
mtermmr That tha CAmeasir hag an sdhooiiine n.—nt.rlfaﬁ i '|r-|1 ara T "\l'_-‘l'ﬂ'"ﬂnl'ﬂ oA Aotors
zesuring that the Comparir hae an offestive nroeram in place 1o prevent snd detact
violgiions of lews snd regulztions, ineluding those related to ethics. The Procedure
ouilines legzl and repulatory Compliance Risk Areas and identifies the individuals

responsible for the oversight of the nisk areas.

Exhibit 18: Bosing Policy-6, “Internal Control™ (November 20, 2000). This Policy
defines imternal control requiremems for Boeing 1o provide regsonzble assurance
thal operations are conducted consizient with Company values, objectives, and

ohligations.

Exhibit 19: Boeing Procedure-1872, "Internzl Control Definition and
Responsibilites"” (May 29, 2002). This Procedure imposes responsibility on all
managers for effeciive intemal contrel, and provides internzl control definitions,
requirements, and responsibilities for the Company 1o provide rezsomable assurance
thatl operetions are conducted consistemt with company values, objectives, and
oblizations. It provides a framework 10 supporn manggement's effons 10 establish
and maintzin religble processes and effective business risk management.

Exhibit 20: Boeing Procedure-1873, "Internal Audit Responsibiliies™ {(May 1,
2002). This Procedure documents Boring's corporzie processes related 1o the
Iniermal Audit function.

Consisient with the foregoing, Boeing periedicelly reviews implemeniation and
sdherence to its policies and procedures. Such reviews 1ake the form of internal and
external audiig and engagement of thisd-pany assessments. In the relatively recent

past, these have included the following:

Exhibit 21: Ethics Resource Center Report (Apnl 2000). This external audit was
conducted by the Ethics Resource Center, and reviewed Boeing practices against
three benchmarke: The Mational Buginese Ethice Survey, The Ethies Index, and The

Aerospace Index.

Exhbit 22: Carol R. Marshzll. Esg. (April 2000). Ms. Marshall conducied &
Review and Assessment of the Bocing Ethics and Business Conduct Program. The
Eeview documented a comparison between Boeing's Program and industry
siandards for &n effective ethics and compliance program and the standards
articulaicd i “DFARS 209.406-1(2){11) for "2ppropriaie s1andards of ethics and

integrity [that] zre in place and working.™
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Exhibit 23: Howrey & Simon Review of the Space and Communications Group’s
Ethics end Business Conduct Program {1999). This independent review of Boeing's
Space and Communications Group's Ethics and Business Conduct Program was
conducted in commeclion with Boring's 1906 Adminisirative Ageement with the Air

Force.

In addition. s vou are aware, Boeing recently engaged two independent ouiside
reviews of its ethics program: (i) former Senator Warren Rudman con ducted an
independent review of all Boeing policies and procedures related 10 the treatment of
sensitive or confidential competitor information end, more generally, Boeing's
imemnal controls relating 1o ethics and compliance and {ii} the Ethical Leadership
Group ("ELG") reviewed Boeing's general policies 2nd procedures regarding ethics
and compliznce, The recently-completed ELG report was provided 10 you in a
meeting on October 29, 2003. Bosing anticipates that Senator Rudman’s review
wil] be completed this week and Bozing will provide you with a copy of the

resulting repori.

(3] A mechanism, such as a hotline, by which
employees may report suspecied instances of
improper conduct, and instructions that encourage

emplovees 1o make such reports

Exhibil 2: Bosing Procedure-3, “Ethics and Business Conduct Program™
{December 20, 2001). This Procedure outlines the processes associated with
Boeing's formal Ethics and Business Conduct Program outlined in Policy-2,
sneluding the corporate struciure and roles, as well ac cducation reguirements for all
employees. Ti includes a discussion of the procedures 2ssociated with the
ectablishmeni of, use of and zctions 1aken s 2 resull of reporting 1o the Boeing

Ethics Line.

Fxhibit 24: Boeing Ethics and Business Conduct Program; Ethics 21 Boeing, This
is @ print out of information regarding the Boeing Ethics Line available to all
Beeing cmplovees on the Boeing iniranel.

Exhibit 23: Ethics Advisors Hendbook (July 2002, updates through Junc 2003).
Thiz Handbook provides Boeing’s Ethics Advisors with a comprehensive guide Jor
undersianding. implementing and achieving the gozls of Boring™s overall ethics
program. 11 oulines delziled procedures for dealing with a variely of issucs,
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including emplovee access 10 #nd use of the Bocing Fihics Line. and comecive
sclions to be ken a5 2 resull of inquinies and reporis made 1o the Edhics Line.

{4)  lmiernal and/or external audits, as appropriate

Exhibit 18: Boeing Policy-6, “Imemal Control™ (November 20, 2000). This Policy
defines imemal control requirements for Boeing 1o provide reasonable assurance
that operztions are conducted consistent with Company values, ohjectives, and

obligations.

Exhibnt 2: Boeing Procedure-3, “Ethics apd Business Conduct Program™
(December 20, 2001). Thus Procedure directs the Vice President-Corporate Auditor
1o audit and evzluate sysicms =nd processes that monitor compliance with company
policies, procedures and legal obligations. Alse, undss this Procedure. Boeing's
Iniernal Audit Office condilcls assessments of the stasus of monitoring activities in
the Company 10 ensure compliance with Company procedures and legal obligations.

Exhibit 19: Boeing Procedure-1872, “Imemal Control Definition and
Responsibilities™ (May 29, 2002). This Procedure documents the responsibility
imposcd on 21l manapers for effective intemal control, 2nd provides Imemal control
definitions. requirements, and responsibilives for The Boeing Company 1o provide
rezsonable 2cturance tha! operabons are conducted consistent with company values,
objectives, =nd obligations. It provides 2 framework 10 suppont manapement's
effons 1o esizblish and maintain relisble processes and effective business risk
managemenl

Exhibit 20: Boeing Procedure-1873, “Imemal Audit Respansibilities™ (May 1,
2002), This Procedurc owlines Boein £'s corporate processcs related 1o the Intemal
Audit function, and complements Procedure-1872 zbove.

Exhibit 9: Boeing Procedure-3175, “Compliance Asscssmem Proces=" (February
24, 2005). This Procedure identifics and describes Bocing™s process for assuring
that Boeing has an effective program in place 10 preven and detect violations of
laws and regvlztions, incinding cthics-related laws and regulations. The Procedure
outlines Jegal and regulatory Compliance Risk Areas and idemifies the individuals
responsible for the oversight of the risk areas.

Exhibit 21: Ethics Resource Center Repori (April 2000). This exiernal audit was
conducied by the Ethics Resource Center. and reviewed Bocing practices against
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three benchmarke: The Nationzl Buginess Ethics Survey, The Ethics Index, &nd The
Aerospace Index.
Exhibit 22: Caro] R, Marshall, Esq. (Apnil 2000). Ms, Marshell’s Review and

Assessment of the Boeing Ethics and Business Conduct Program compared

Boeing's Program and industry standards for an effective elhics and compliance
program with the standard articulated in "IJFARS 209.406-1(a)(i1) for ‘gppropriate

standards of ethics and integrity [thai] are in plzce and working.™
Exhibit 23: Howrey & Simon Review of the Space and Communications Group©s
Ethics and Business Conduct Program (1999). This independent review of Bocing's

space and Communications Group's Ethics and Business Conduct Program was
conducted in connection with Boeing's 1996 Adminisirative Agreement with the Air

Foaroe,

In additior, the reviews by former Senator Rudmean and the ELG (noted shove) are
further indicative of Bocing’s willingness 10 engege cxiermnal audits of its policies

and procedures.

(3) Disciplinary action for improper conduet

Exhibit 2: Boeing Procedure-3, “Ethics and Business Conduel Program™
{December 20, 2001). In addition 10 sening forth the Program, this Procedure
presenibes thet vielations of the Company standards of conduct are cause for
appropriate disciplinary aciion.

Exhibit 26: Boeing Procedure-1909, “Adminisiration of Employee Corrective
Action” (November 22, 2002). This Procedure gives an overview of potential
carrechive action (disciplinary) measures and outlines the overall responsibilities of
OpeTEINg orgapizations, managers and other organizations in the corrective action

PROCESS.

Exhibit 27: Boeing Procedure-2661, “Managing Employee Cotrective Action™
(September 10, 1999). This Procedure documents the requirements and
responsibilities for the management of emplayes comective action (25 described and

outlined in Procedure-1909 zbove]. specificslly within the Space and
Communications Group.
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Exhibit 25: Eihics Advizors Handbook (July 2002, updates through June 2003).
This Handbook pravides Boeing s Ethics Advisors with a comprehensive guide for
undersignding, impiementing and aciieving e goais o Buelog's vverall cilns
program. It outlines detailed procedures for dezling with a vaniety of issues,
including various courses of comrective action 1o 1ake with respect o employee

discipline.

(6) Timely reportiog 1o appropriate Government
officials of any suspecied or possible violation
of law in connection with Government coptracts
or any other irregularities in connection with
such roptracts

Exhibit 6: Bocing Revised Procedure-70, “Procurement Imegrity and Restrictions
on Use of Competitor Information™ (August 5, 2003). This Procedure documents
Company procedures related 1o ensuring Company-wide complignce with the
Procurement Integrity AcL. Among cther things, the Procedure anticipates reports
af possible violations of the Act or related laws io the Govermment. -

Exhibit 28: Boeing Procedure for Voluniary Reporiing of Federzl Procurement
Law Violations (November 1998). This Procedure ouilines Boeing's procedures.
policy, and criteria for voluntarily reporing potental vielations of Federzl
procurement laws 1o the Government.

Exhibit 25: Ethics Advisors Handbeok (July 2002, vpdales through Junc 2003).
This Hendbook provides Boeing®s Ethics Advisors with & comprehensive guide for
undersianding, implementing and achieving the gozls of Boeing's overall ethics
program. 1t coniemplaies the poiential need 1o disclose the subject maner of
emplovee Inguiries made to the Boeing's Ethics Line 10 Boeing™ s cusiomers,

Exhibil 29: Boeinp Lawyer s Manual (revisions of Auvpgust 31, 2003). Boeing's
Law Depariment has revised its Manual 10 implement improved procedures for its
investigations of pessible Procurement Imegnty Act violations. These revised
procedures reguire notice to the Govemment 1f & pending procurement decision
might be affected.
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{7)  Full enoperation with any Goveromen! agencies
responsible for cither investipation or corrective

apfinng

In addition 1o the policies and procedures lisied below, and attached hereto, Boeing
IDE has demonsirated its cooperation with the Government specifically pertaining
10 the EELV program, by tumning over atlomey interview memorande for
approximaiely 10 wilness statements to ailormeys supporting Boeing®s June 10,
2003 submission to the Air Force, and by voluntarily signing a six-month exiension
agreement (through June 2004) of the statne of limitztions with the Assistant
United States Atorney in connection with the criminal investigation of Bocing
employee concuct related to the EELY program.

Furihermore, Bocing IDS agreed 10 2 four-month extension of the stzivie of
limnations with the U.5. Depaniment of Justice regarding the civil investigation of

Hoeing emplovee conduct relaied 1o the EELV matter.

Exhibit 30: Guidance to Company Emplayees for Responding 1o Government
Investigative Comtacis (November 1998). This Guidence, published by the Law
Depeniment. represents Boeing's policy on the presence of counsel during
Governmen: imerviews with Boeing employees conducied as pert of Government

mvestigalions.

Exhibit 28: Boeeing Procedure for Voluniary Reponing of Federal Procurement
Lew Vieletions (Novemnber 1998). This Procedure outlines Boeing®s procedures,
policy, and criteria for volentanly reporting potemial viclations of Federa)
procurement laws 1o the Government.

Exhibit 31: Boeng Procedure-53895, Government Examination of Financial
Records of Govemment Contracts (December 20, 2002). This Procedure recognizes
that the Governmen! may examine financizl recorde and data in connection with
Government contracts and establishes thai the Company will extend full cooperation

to Govermenl representatives,

Exhibit 32: Boecing Procedure-858, Government — Indusiry Data Exchan BE
Program (GIDEP) (May 9, 2000). This Procedure seis forth Boeing's panicipation
in &nd responsibilities regarding GIDEP, a Governmeni-spansared effor 1o
facilitate the exchange of information, panticularly regarding pans and supplier
obsolescence, smong Governmeni and industry. The Procedure covers cooperation
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in réponing issues with prodects and procesess and working with specified
Govermeni agencics.

WE frusi ineet (his injormation satisties your request. If you have guestions
regarding thiz material. or the aitachmenis, please do not hesitate (o contact me.

SWHkle
Enclosures

wioul -
Mr. George Muellner
Sr. Vice President, Air Force Sysiems
Imicgraied Defense Sysicms

Mr. Samuel] P. Jenkins
¥ice President Erhics =nd Business Conduct

Imegrated Deiense Sysiems
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Re: Hoeing Revised Procedures

Dear Mr. Shaw;

As you know. The Boeing Company (“Boeing™) on Cciober 30, 2003 submitted a

letter and associzted exhubits in response 1o your request for Boeing's policies and

procedures relative to Contrector Siandards of Conduct found in the Defense Federal
Acquisition Regulation Supplement § 203.7001.

Boeing noted in fis Iener that it was in the process of reviewing two of its procedures
— Frocedure-4, “Proper Marketing Practices,” and Procedure-5, “Proper Marketing
Practices—Marketing 10 the T.S. Government.™ Those revisions have now been
finelized and the new Procedures 4 and 5 were issued on October 31, 2003, Revised
Procedures 4 and 5 are altached here1o as Exhibits 33 and 34, respectively (1o
continue ihe exhibit numbering system in my lener of Ociober 30).

Procedure-4 has been revised 1o emphasize the requirement that employees disclose
any previous employment relationship with 2 Boeing competitor. Specifically, a
provision has been inseried a1 subsection 2(A)4) that requires all emplovees
mvolved in 2 marketing or sales campaign who have had a previous employee-
emplayer relationship within the past two years with 2 company that is bidding in
competition with Beeing to elert their immediate supervisor 1o this fact and 1o abjde
by sll obligations of condfidentially owed 1o the former employer,

Procedure-5 has been revised to describe the speeific procedures that must be
jullowed to determine the propriery of receipt andfor use of proprietary, Government
or competition-sensitive information. In gpeneral, this has been accomplished
izcughout Frocedurs-3 by the insertion of more speciiic terms clanfying the
individuzls covered under this Procedure, and ditectin g that the emplovee conlact the
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Law Department, Ethics Office or Comiracts and Pricing if there are any doubts
regarding exchange of such informanan,

If you have any questions regarding this materigl, please do not hesitate 1o contact

Ime.
Sincerelv, )
" i =
i &

W_Horon
Chief Counsel

SWH/cmc

co wio enclosures:

Mr, Szmue] P. Jenkins
Vice President Ethics and Business Conduct

Integrated Defense Sysicms
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EXHIBIT B

SUMMARY OF ENHANCEMENTS TO ETHICS/COMPLIANCE
PO ES. PROGRAMS AND PROCEDLU SINCE MAY 1. 2003

A
MAN MENT INVOLYEMENT

1. Establishment of Boeing Office of Tnternal Governance (*01G™).

Establishment of OIG headed by 2 Semior Vice President whoe will report directly to
Bocing"s Chiel Executive Officar 2nd who will have responsibility for Edhics,
Imternal Audit, Import-Export Compliance and the Compliance Assessment Process
and oversight of the Internationz! Service Contractors process, Foreign Sales
Consultants and other closely-regulated matters,

Establishment of 1DS Compliance Review Board (“CRE"™)

and C iamce ment Team

Establishment of CRB, chaired by the [DS President, with membership drawn from
senior [DS general management and functional area heads, which will meet quarierly
to receive repons from the CAST and to address ethics/compliance issues brought to

Its allention.

Estabhshment of the CAST, chaired by the Vice Presadent, IDS Ethics, with
membership drawn from senior representatives of [DS's busmesses and fimctional
=eas, winch will mect regulariy zndhelﬁpumh]:ﬁxtmhhslmgmdumhnmm:
robust compliance processes and procedures by, inter alia, reviewing compliance-
related allegations and investigations, gathering and analyzing data and developing
strategies and initiatives 1o improve processes,

Implementation of foregoing by issuance of new Procadure-6302.

Amendment of new Procedure-6302 10 esiablish mechamsm to ensure prompt
reporting of CRB activities to Boeing's corporate headquarters and immediate
reporting of maners of con¢ern to the General Counsel and Sentor Viee President,
Oifice of Intemal Governance.

Consolidation of Ethics Personnel and Activities.

Creation of 2 consolidated orgamizational structure ender which all Ethics Advisors
report on 2 solid line @0 World Headguarters® Vice President, Office of Ethics &
Business Conduct, who in turn repernts to the Senior Vice President, Office of Internal

Governance.

Consohdanion of business unit budgets and incorpor=non of new headcormt
requiremenis Into cossohdated budget.



Boeine Code of Conduct and Emplovee Certification.

« Direction from Bosing Chairman and Boeing President and Chief Executive Officer
to all managers that they request each employee under their supervision to read the
Boeing Code of Conduct and execute an Employee Certification confirming that they
understood and would comply with the Code, with instruction that no employee,
mcluding the Chairman, was exempt from this process.

Enhancement of Fthics Advisors.

] L T e j e L, A ks etk e S S 0 S iy o T L RS . T S e PO [P
" UL LR TS T cinean il S L ES T S Gy A TR e L st Leed Sy sy LR

increasc in the number of Advisors, development of continuous education process,

transition to full-time positions and evaluation of placement of each Ethics Advisor.

B.
INDEFENDENT REVIEWS

Heview by Former Senator Rudman.

» Retention of former U.5. Senator Warren B, Rudman, through Paul, Weiss, Rifkind,
Wharton & Garrison LLP, 1o review Boeing’s ethics/compliznce policies and
procedures relzting to handling of sensitive or confidential competitor information.

s  Agrecment to implement Rudman report recommendations.

Ethical Leadership Group (“ELG™) Review,

» Retention of ELG 1o conduct a review of Boeing's policies and procedures refating to
ethics/compliznce generally.

»  Agreement to Tmplement ELG report recommendations.

Additional Review by Senator Rudman of Boeing Hiring of Government Employees.

s  Re-engagement of Senator Rudman to examine Boeing’s policies and procedures for
recruiting, hinng and employment of Government and former Government

employess,

= See Section I for detmls regarding implementation of repori recommendations.

Future Outside Independent Review,

« (Commitment to retain independent consultant, acceptable to Air Force, betwesn 28-
30 months after effective date of Administrative Apgreement, to conduct a further
review of Bosing's ethics/complisnce policies and procedures and report 1o Air
Force.

1=d



Law Department Independent Consultant.

e Reteption of B. William Ide, I, of McKenna Long & Aldridge LLF and former

President of the American Bar Association, o conduct an indcpendent review of Law

Depariment’s imvestigation policies and procedures.
s See Section H.3 for details regarding retention of Mr. Ide and implementation of

report recommendations,

C.
PROCUREMENT INTEGRITY-REL A1 ED POLICIES AND PROCEDURES

Procurement Tntegrity.

e Revision and enhancement of Procedure-70, Procurement Integnity, 1o

(i) incorporate requirements for employees to comply with specified laws dealing
with protection of Government and third-party information,

(ii) specify procedures for sccking advice/review regarding receipt of documents,

(iii) strenpthen employee reparting requirements regarding polential Procurement
Imtegrity Act ("PIA") violations,

(iv) specify that Law Department will notify appropriate level of business
management of its investigation of possible PIA violations and their outcome,

{+) include requirement for employves certification in gualifying proposals that he/she
received procurement inlegrily training, will comply with applicable laws and Boeing

policics and has not 2ssisted a Boeing competitor within the last three years on the
same or a directlv-related procurement, and

(iv) establish procedures ta confirm compliance with legal/ethics rules following
completion, and prior to submission, of proposal to Federal Government in a
gualifying competitive procurcment.

+ Coordinated development of an audit plan by various Boeing departments 1o
periodically and actively asscss the effectiveness of procurcment integrity and
competitive intelligence-related policies and procedures and critical
ethics/compliance program atiributes.

2004 Compliance Process.

» Commitment to broaden the procurement integrity Complhance Risk Arca for the
2004 Compliance Assessment Process bevond PLA to include several additional
specified laws dealing with protection of Government property and third-party

Ead



3.

information — Economic Espionzge/Thefl of Trade Secrets Act, Stealing or
Conversion of Government Property or Records Act, and Uniform Trade Secrets Act.

Marketing Policies and I'rocedures.

Enhancement of Procedure-4, Proper Marketing Practices, 1o require employees who
previously supported related procurement actions of a Bocing competitor 10 preserve
the confidentiality owed 1o 1hat company, and to describe proper handling of
documents or information if there is doubl a5 to Boeing's rights to that data.

Revision of Procedure-5, Proper Marketing Practices-Marketing to the U.a.
Government, to describe the procedures 1o be followed to determine the propriety of
reccipt and use of Government, third-party proprietary or competition-sensitive
miormation.

Cwele Time for Investigations.

Initiate action to coordinate development of recommendations by various Boeing
departments to reduce time for completion of investigations through identification of
delays in process and polential available additional resources, benchmarking of best
practices, implementation of process chanpes, and trzining of Ethics Advisors,

investigators and other appropnate personnel.

Ethics Line.

Increase transparency and communications regarding Ethics Line by creating a link
from Ethics web page to provide additional information about Ethics Line, including
more detailed explanation of Ethies Line (how it works, location(s), hours of
availahility, and other characieristics) such as confidentiality and anonymity of Line.

Add zn anonymous porial to the Ethics web page so that issues can be raised by
anonymous e-mail.

.
TRATNING

Ethics Recommitment Davs.

-

Held an Ethics Recommitment Day and associated training sessions on July 30, 2003,
for 70,000 IDS emplovees with presentations and other involvement by senior

management.

Bocing commitment to hold similar Company-wide events in 2004 and, thereafter,
evaluate the need for and content/format of fulure events.

D% commitment o hold similar event on annual basis.

Other Ethics Recommitment Davs held or to be held by following Boeing entitics:



~ DBoeing World Headquarters (October 27, 2003)
—  Connexion by Boeing (November 2, 2003)

—  Air Traffic Management (December 9, 2003 (Bellevue, WA) and December 11,
2003 (McLean, VA))

— Bocing Commercial Aircraft (March 29 — April 30, 2004)
— Integrated Defense Systems (June 14-18, 2004)

— Boeing Capital Corporation; Connexien by Boeing, Air Traffic Manzgement,
World Headguarters (Scptember-October 200<)

2. Boeing Leadership Center (“BLC™).

» Omngoing review and revision of curriculum of the core leadership programs al BLC 1o
strengthen their existing cthics content, such revisw to encompass the following,
among olher things:

— audit all BLC core curriculum for thics and comphiznce content,

—  provide subject matier expertiss to develop additional ethics and compliance
content, incleding customized Teining,

— develop integrated ethics and compliznee learning experiences across the
curriculum, emphasizing compliance and culture change,

— include suppor of dedicated Ethies Advisor in training at BLC, and
L

— inelude case smudics and “real world” examples of ethics issues, incleding issues
raised by Evolved Expendable Launch Vehicle ("EELY™) and Exoatmospheric
Kill ¥ehicle ("EKV™) incidents.
3 Team Training,

¢ Develap training for competitive assessment and capture teams to cnsure they receive
at least the same training regarding procurement integrity as propasal teams.

4. Revision of Training Materials,

» Ongoing revisions of training materials and procedures in several respects, including:

(i) to reemphasize requirement that employvees report all potential violations to the
Law Depariment or Ethics Ofhee,

(i) 1o clearly delineate requircmments imposed by Economic Espionage/Thefl of Trade
Secrets Act, Stealing or Conversion of Government Propenty or Records Act, and



Uniform Trade Secrets Act, and other pertinent statutes, regulations and company
policies and procedures,

(iii) 1o cover additional requirements contained in Depantment of Defense rn:zul-;ﬂ:-a}ns
addressing release of procurement-related information,

(iv) to provide more customized, risk-based component to training,
(v) 1o emphasize group discussion rather than individual on-line training, and

{vi) 1o involve business unit leaders and Ethics executives in identifying “real world™
business issucs and in leading the treming,

s, Ethical Business Conduct Guidelines.

Revise Ethics and Business Conduct Guidelines, distribute to all employees, and
include &s part of raining.

&. Annual Procurement Inteprity Training.

Anmually emphasize Procurement Integrity Training, including "'real world” examples
and consequences. Procedure-70 requires annual rraining for employees involved in

competitive Governmenl sales.

E.
SPECIAL COMPLIANCE OFFICER

1. Special Compliance Officer (*SCO7).

Appointment of SCO to asscss Boeing™s implementation of the measures in the
Administrative Agreement and report 1o Air Force, with following key characieristics

included in the SCO's charler:
— appointment subject to Air Force approval,
— tcrm of service 1o coincide with duration of Agreement,

— prohibition against current or former employment with Bocing, current per.mnﬂi
or financial conflicts of interest with Bocing and any personal involvement in a

business relationship with Boeing in the last three years,

—  prohibition on Boeing employment or retention of SCO during and for 2 period of
three years aficr expiration of term of appointment,

— responsibility to ceriify Bocing™s compliance with Boeing procedures for
Government competitive proposals in excess of $500 million, or provide repor
describing any noncompliance,



—  responsibility to review and repont on Boeing s Sigmificant intemal ipvestigations
— responsibility 1o monitor 2nd 2ssess Bocmg™s comphance with Agrecment 1o
ensure performance im Uimely and satisfactory manner,

—  authority to retain 2nd usc, at Boeing's cxpense, professional and admimsstrative
staff reasonably necessary to fulfill responsibilines,

— access lo [DS personnel, books and records related to compliance with
Agreement, and

— rtepors on Boeing compliance to Air Force at designated period after date of
Agreement and before expiration of Agreement, and reports on significant issues
or incidents 1o Boeing management and Air Force.

F.

HIRING AND EMPLOYMENT MEASURES
1. HiringEmplovmeni Policies and Proceduores.

e Revision to policics 2nd procedures spplicable to hining and employmen: by:

(i) puning each new hire on notice in offer letier that he/she must not bring
proprictary documenis or mformation to Boeing and that employment offer 1s
conditioned on offeree certifying in writing that he/she does not improperly possess
confidential or proprictary information,

(ii) requiring each new employes, as a condition of hire, to certify that he'she (a) does
nol possess any proprictary documents of other companies, (b) will not attempt to
oblain information from other companies excepl in compliance with law and Bocing
procedures and (c) will not obtain or revesl any other company's proprictary
miormation while 2 Boeing employee,

(1i1) implementing 2 revised training module that includes a video message from
Bocing's excoutive management emphasizing the Company's commitment 1o ethics,
=nd

{(iv) preparing a revised Intcllectual Property and Confidentiality Agreement that
specifically prolubits possession or use of third-pariy miormation.

» Revision of standard consultant agreement and rejated Procedure-13, Consultants
Agreements, (o subject consultants 1o same ethics'compliance requirements as Boeing
employees and to include procurement infcgrity raining.

« Require consultants to sign a conflict of interest form and agree to comply with
Boeing Ethics and Business Conduet Guidelines.



Revision 1o Procedure-21, Ulilization of Contract Labor and Industty Assist
Personnel, 1o make clear the ethics/compliance requirements by requiring such labor
to sign Bocing's conflict of interest questionnaire, non-employee Code of Conduct,
non-cmployee Ethics acknowledgement form, and view the video message from

Mmanagelmnemnt.

Development of lne management and emplovee skills 1o cocourage the congrience
of behavior with company values by mmalyzing appropriate data inputs.

Former Competitor Emplovees.

Commilment to coordinate implementation of a method to “track”™ new employees
who worked for a competitor within the past thres years (o ensure that employee is
not placed in 2 position that could ereate an appearance of impropriety, by, for

example,
— placing new hire applicant employment history online before offer is made,

— modifying appropriate database to allow access 1o such information by
appropriate managers,

— requiring that managers review history before placing employvee in new position.

Development of new Procedure-5383, Hiring and Assigning Individuals Previously
Employed by a Competitor-Conflict of Inlerest, to prohibit assignment of personnel
{employees, contract labor and consultants) to qualifying propesal teams if, within the
pact three years, the persons worked for anether company and supported preparation
ol a proposal m competition with Boeing that covers the same or 8 directly-Telated

procurcment.

In-Person Counseling of New Emplovees.

Enhancement of new employee orientation by approprizaie individual (eg., Ethics
Advisor or Onientation Specialist) to emphasize laws and Company policies
govermng the unauthonized possession and/or use of competition sensitive/proprietary
docurments or trzde secrels of other companies, including new cmployee certifications
of compliance.

Monitoring of Emplovees Who Report Ethics Concerns.

Commitment to develop processes and procedures for monitoring and addressing
retaliation concems of employees who report significant violations as outlined in
Procedure-6419.



Exit Interview Process,

= Review of emplovee exil procedures and melusion of ethics/eompliance question(s)
and wnllen reminder o exiting Boeing employee of obligation not to take or use
proprietary Boeing or other Company information.

G
EELY - SPECIFIC MEASURES

EELV-Specific Procedures.

» Agrcoment not o establish or use compelilive assessment leams as part of the process
of developing proposals for sale of Delta IV launch services to the United States

Government in competitive procurements;

» Apreement to isolate participants in prepanng new proposals for launch services to be
sold to the Governmenl from EELV ILS contract Buy I proposal team members and
compelilive assessment team members and from individuals who were exposed to
competitive assessment data prepared by certain individuals;

= Agreement to Keep anyone who worked on the Buy I proposal or who was exposed o
certain competitive assessment data from participating (directly or indirectly) in
preparing competitive proposals to the United States Government for launch services
unless a waiver is provided by the Government customer;

e Agrcement to isolate employees working on competitive proposals for the sale of
launch services o the United Siates Government from zny competitive assessment

mformation generated by the Buy I proposal team;

& Agreement to provide additional procurement integrity training to employees working
on competitive proposals to the United States Government for launch services; and

= Agreement lo prolubit anvone who worked at Lockheed Maniin Corporation on the
Allas Program from working on competitive proposals to the United States
(Government for launch services for a period of three years afier that person ceased
working on the Atlas Program,

H.
LAW DEPARTMENT MEASURES

Law Department “Stand-down.”

* Held Law Department “Stand-down™ on October 1, 2003 for all Depariment attorneys
and paralegals to train them on new PIA investigation procedures, review “lessons
learned” from EELV and EKV incidents and discuss ways 10 modify Department
procedures further to support more effectively the ethics/compliance program.



¥ .1 Law Department Investieation Proceduores.

» Revision and enhancement of Law Department procedures for investigation of
alleecd PIA violatons, including placoment of key responsibility for investigabive
activitics in semior level of General Counsel's Office.

» Revision and implementation of procedures, substangially similar to those for alleged
PIA violations, for 21l other Lew Department micmal mvestigalions.

3. Law Department Independent Consultani.

= Retention of B. William Ide, 111, of McKenna Long & Aldndee LLP and former
President of the Amencan Bar Association, to conduct an independent review of Law

Department’s internal investigation policies and procedures.
* Apreement 1o implement Ide report recommendations, including

(1) adoption of Company-wide requirement that all alleped
significant violations be forwarded to the Law Department for

review End sppropriate mvestigation,

(11) creation of position of “Investigation Counsel™ with
responsibility for investigation of such alleged violations,

(111) adoption of single, Law Depariment investigation procedure,
and

(iv) creation of system [or tracking status of investigations and
peaodic review of investigeilon process.

L
HIRING OF FORMER GOVERNMENT EMPLOYEES

1z Re-engagement of Senator Rudman 1o Review
Boeing Hirine of Government Emplovees,

= Review by Senztor Rudman of Boemg policies and practices concerning the
recruiting, hiring and employment of Government and former Govermment

EMployecs,

*  Agreement to implement Rudman recommendations, through issuance and/or
revision of procedures, as appropriate, including

(i) centralized oversight and momiormg of the recroitment and
hinng of Government and former Governmeni employees,

(ii) enhancements to hiring process for such emplovees to ensure
tmely completion ¢l appropnate documentation and reviews,

10



{iii) enhancements to system regarding reassignment of fonmer
Government employees,

{iv) adoption of procedures 1o subject imternational hires 10 conflict
of interest review, including application of relevant foreign
law and practice, and

{v) enhancements 1o training with respect (o hiring of such
Government and former Government emplovees and foreigm
government employees.

¥ * L
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EXHIRIT C

SUMMARY OF BOEING LEADERSHIF CENTER
CORE PROGRAM COURSE REVISIONS TO DATE

Pursuant to Bocing's ongoing review of the curriculum of its core leadership programs at
the Boeing Leadership Center ("BLC™), Boeing has revised the courses io enhance their ethics
content. This exhibit summarizes the revisions made to the BLC core programs to date.

Docing has developed certain bocie elemenie that gre heing incomorated into each of the
programs:

(i} Boeing’s ethics policies and principles,

(1) the responsibilities and expected behavior of Boeing managers in relation to such
principles,

(1ii} values-based decision making drawing upon Boeing’s ethics principles,
(1v}) the imporiance of a culture of openness o resolving sthical 1s5ues,
{v) the application of Bocing's cthics pnnciples through rezl-world ¢xamples, and

{vi) the responsibility of managers to carry Bocing's ethics principles back to their
business units.

The BLC program revisions are continually evolving as the program leaders exercise
their professional judgment about what is effective in cach ¢lass and receive feedback from the
vanous class atlendees. In addition 1o the basic elemenis descnbed above, Boeing has made the
following enhancements to the respeclive core programs.

» Transition to Management:

~ Leadership video,

— guestions on ethical considerations in decision making,

— real-world exercises addressing proper use of Company resources, proper labor
charging, honesty and applicable laws and regulations, and

— addition of ethical procedures and policies to web chat room hibrary.

s First-Linc Leadership:

— Leadership video

— module on holding “crtical conversation,

- discussion of ethical situations and manager Tesponsibilitics,
— guestions on ethical considerations in decision making, and
— session with Senior Ethics Advisor.



* Leading from the Middle:

— Leadership video,

— ethics module desipned to address ethical ramifications of certain
decisions/actions,

— discussion of cthics module focusing on real-world ethical 155ues, and

— sessom with Senior Ethics Advisor.

= Siralegic Leadership Seminar:

el g, B R, P
— LUGEl Ll Zlen il v indioas alitz

— guestions concerning values-based decision making.
* Boemg Executive Program 1:

— Leadership video,

— ascement on “Ethics in the Newz ™

— culture of openness worksheet,

— values-based decision making worksheet,

— questions by team ethies officer during business simulation exercises,
— quecshons on ethical considerations in decision making,

- modilication of vignettes to use real-world Boeing examples,

— mereased discussion of such real-world examples. and

— change in format from presentation to conversation/dialogue.

* Bocing Exccutive Program 2:

— Leadership video,

- guestions on ethical considerations in decision making,

— modification of dialogue sessions 1o include ethical/values-based situations,

— modification of format of ethics module presented by Ethics Executive 1o be
comversationzl, and

— focus on values-based decision making in leadership simations.

As noted above, a Leadership video is a consisient element of the course revisions. The
video features the Chief Executive Officer and Non-Exccutive Chairman who convey a message
to all levels of Boeing leaders regarding the expectations and responsibilities for proper ethical
conduct, the necessity to conform behavior to comply with Company values, the value of
engaging colleagucs in open conversations about ethics and expected conduct, and the
Tequirement to act with integrity.

I
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1.0

EXHIBIT E-1

Delta Program
PROPOSAL TEAM FIREWALL REQUIREMENTS PROCEDURE

Purpose

To avoid even the potential appearance of any risk to the integrily of the
government procurement process, Boeing has commitied io certain restrictions in
the preparation of compelitive proposals on the Delta Program. These provisions
have been coorumated with e Alr Furce.,  DOBNg Tas 55i660.

(a) not o establish or use competitive assessment teams as part of the
process of developing proposals for sale of Delta IV launch services lo the

Unlled States government in competitive procurements,

(b) 1o isolate paricipants in preparing new proposals for launch services to
be sold 1o the government from EELV ILS contract Buy | proposal team
members and competilive assessment team members and from
individuals who were exposed 10 competitive assessment daiz prepared
by certain individuals;

(c) to keep anyone who worked on the Buy | proposal or who was
exposed to certain compelitive assessment data from participating
(directly or indireclly) in preparing competitive proposals to the Uniled
Siates government for launch services unless a waiver is provided by the

LS. govermnment customer;

(d) to iscl=te employvees working on competitive proposals for the sale of
launch services to the United States govemment from any compefitive
assessment information generated by the Buy | proposal team;

(e) to provide additional procurement integrity training to employees
warking on competitive proposals io the United States government for
launch services; and

{T) to prohibit anyone who worked al Lockheed Mariin on the Ailas
Program from working on competiive proposals 1o the United States
govemnment for launch services for a period of 3 years after that person
ceased working on the Aflas Program.



2.0

3.0

Scope and Limitations of General Applicability

2.1

2.2

2.3

2.4

2.5

This Procedure is applicable to all Boeing employees and consultants
assigned to Delta competitive proposals, either on a full-lime basis or on a
part-lime or Interdivisional Waork Authorization basis.

No Delta Program emplovee or consultant will conduct any Competitive
Assessmenl Aclivity (as defined in section 3.3) related to & Proposal for a
Della |V launch to the United States Air Force.

The Delia Program will bid all Competitive Procurement sales to the
United States government of launch services and launch hardware solely
on the basis of Boeing's estimate of the cost for performing the service or
providing the hardware, plus a reasonable profit. Boeing will make its cost
and pricing data available to the United States government customer upon
request to verify that the prices were developed on this basis. This
requirement will be followed in bids for cost reimbursement, firm fixed
price and all olher lypes of contracls.

All employees assigned to the Della Program are prehibited from
knowingly possessing any data containing estimates of Atlas launch
service or l[aunch vehicle costs or prices unless (i) such data is contained
in @ dogument that is in the public domain, (i) such data is contained in a
document that is not in the public domain and the document was prepared
by a Boeing employee after Apnl 1, 2004, or (ii) the data was provided
directly by Lockheed Mariin under a proprietary information agresment for
use on a speciic program such as Orhital Space Plane.

Any efiort to identify the prices or costs of launch services using an Atlas
rocket will be based solely on publicly available data.

Definitions

3.1

3.2

“Buy | Participants” means anyone: (a) who paricipaled to any degree in
preparation of the EELY ILS contract Buy | proposal, or (b) who
participated in the EELY [LS contract Buy | competitive assessment feam
or otherwise supported that effor.

“Buy | FProposal Information” means any data or information that was
generated by, or oblained from outside sources by, a Buy | Participant in
suppart of the Buy | propasal or the Buy | competitive assessment team.
The EELV contract and its various attachments are not Buy | Proposal
Infermation. Documents in the pukblic domain are not Buy | Proposal
Iinformation, even if they were used in the Buy | proposal effort.



3.3

3.4

3.5

3.6

3.8

"‘Competitive Assessment Aclivity” means any eflort conducled in order to
win a specific Proposal that involves estimation of the prices or other
specific strategies or technical approaches that Lockheed Martin might
use in preparning its proposal in a Competitive Procurement. Development
of market forecasts that are underiaken to determine the Delta manifest
and which include eslimation of the comparative costs and prices of
different launch service providers is not Compefitive Assessment Aclivity.

“Competitive Procurement™ means a solicitation by a United States
government cuslomer of bids for one or more Lelta expendable launch
services conducted vsing competition under FAR Part 6. Scle source
procurements from Delta are not Compelitive Procurements. Requests by
customers for rough order of magnilude estimales are not Competitive
Procurements. Interdivisional Work Autharization bids or estimales
submitted to other business units within Boeing are not Competitive

Frocurements.

“Executives” shall mean managers of Boeing who were not Buy |
Farticipants, who are nol Proscribed Persons and who have not worked at
Lockheed Manin Corporation on the Atlas Program in the three years
preceding formation of the New Proposal Team, whose job responsibilities
require that they review some or all of the New Proposal Information.

“New Fropesal Eifori” means activity specifically and solely undertaken for
the purpose of preparing for and completing the creation of a Proposal (as
defined below). This includes development of the themes and approaches
to meeting customer requirements and concemns that will be included in
the Proposal. New Froposal Effort starls when the Proposal Team Is
formed, even it it is prior to release of a request for proposal. New
Proposal Effort also includes activity following submittal of a Proposal

such as answernng questions related to the Proposal and negatiation of
contract terms. New Proposal Efforl ceases when a contract is awarded
for the Competitive Procurement. New Proposal Effort does not include
business development or marketing efforts to persuade customers of the
value of a Delta expendable launch service, efforls to oblain government
approval for additional expendable launch service procurements or
discussions with government officials about how requests for proposal
should be structured.

“New Proposal Information” means any data generated by any New
Proposal Team Member as part of the New Proposal Effort that has not
been released to the public.

"New Proposal Team Members™ shall mean those Boeing employees and
consuliants who participate in any New Proposal Effart,

Lt
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5.0

39

3.10

*Proposal” means a written offer submitted by the Della Program jor fo 2
United States Government customer for the szale of an expendable launch
service 1o that customer, submitted in a Competitive Procurement (defined
above).

*Proscribed Persons”™ means individuals on a list maintained by the Law
Department who were determined by the Law Depariment to have had
exposure to certain information related to the cost or price of an Atlas
launch vehicle or Atlas launch service, such that their disqualification from
working on New Proposal Efforl is justified in order to prevent any
appearance of impropriety. The list of Proscribed Persons will be providead
to the New Proposal Team as par of the training in the firewall procedure.
This list is revised regulary by the Law Depariment.

Duration of Firewall Restriction

The document eniitied Delta IV Buy 1l Proposal Firewall Plan is cancelled. This
procedure is effective as of Apri 1, 2004 and will continue until further notice.

Requirements

9.1

52

5.3

5.4

A Buy | Participant and a Proscribed Persan may nol work on a New
Proposal Effort, unless the government customer approves that person's
participation. An approval by a cusiomer for pariicipation in one New
Proposal Effort will allow that person 10 work on other Competitive
Procurements for that customer, but a Compeiitive Procurement by a
different customer would require separate approval (e.g.. approval by the
Air Force o work on 2 Competlitive Procurement would not consiitute
approval io work on a NASA Competitive Procurement).

New Proposal Team Members will not knowingly use any Buy | Proposal
Information in performing the New Proposal Efiort. New Proposal Team
Members will not use, seek or accept data or information in support of
wriling the New Proposal Effort unless they have a reasonable basis for
believing thal the data or information is not Buy | Proposal Information.

New Froposal Team Members will cerlify that they are in compliance with
seclion 2.4,

No New Proposal Team Member will share any New Proposal Information
with anyone other than another New Proposzl Team Member, an
Executive or the govermment. The list of current and past New Proposal
Team Members will be mzintained by the Proposal Manager.
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a.7

5.8

2.8

2.10

8.11

512

Any document created by 2 New Proposal Team Member that contains
MNew Proposal Information will be labeled on each page with the following

legend:

DELTA FROPOSAL DATA
BOEING PROFPRIETARY
COMPETITION SENSITIVE
FOR RELEASE ONLY TO AUTHORIZED PERSONS

INEW FIopdsal T eain Msinbers will noi knowingly conlacl any Buy i
Parlicipant or any Proscribed Person for assistance in preparing the
Fropasal,

Employees who worked for Lockheed Martin on the Atlas Program
subsequent to three years prior to formation of the New Proposal Team
will not participate in the New Proposal Efiort.

All New Proposal Team Members will sign the cerificate attached hereto
as Attachment | before starting to work on the New Proposal Effort.

Each New Proposal Team Member will receive procurement integrity
training prior to starting work on the New Proposal Effort,

All New Proposal Information will be maintained on servers to which only
New Proposal Team Members have access. New Proposal Team
Members will keep New Proposal Informatian that is in hard copy format
locked up when it is not being used. In addition, GENISYS will not be
used for the transfer of New Proposal Informatian,

New FProposal Information may be sent among New Praposal Team
Members by email, provided that the email is properly labeled (see section
2.2} and encrypted.

Each New Proposal Team Member will, at the time when he or she leaves
the New Proposal Team, sign 2 certification in the form of Attachment |1,



ATTACHMENT |
[NAME OF PROPOSAL] TEAM MEMBER'S ENTRY CERTIFICATION FORM

I have read and understand the Delta Program Proposal Team Firewall Requirements
Frocedure. | confirm my commitment to comply with the requirements of that
Procedure.

| understand that | must keep ___ Proposal Information confidential and that | may not
share any _ Propasal Information with anyone other than those persons authorized
by the terms of the Procedure. | further understand that | will nol knowingly use, seek,
or accept buy | Froposai information in conducling any  Froposai Effori.

| undersiand that if | have any guestions or uncertainties regarding the meaning or
application of the Firewall Procedure, | shall obtain clarification, guidance, or direction
from Peter Sloane of the Boeing Law Department {phone 896-4350),

| certify that | was not a Buy | Participant, as defined in the Procedure, or that if | was a
Buy | Pariicipant, my participation in the Buy | proposal effort was limited to the following
activities:

| certify that | have not worked for Lockheed Marin Corporation or any of ils affiliates
(as an employee or consuliant) on the Atlas Program during the three years prior to
[insert date proposal team is formed).

I centify that, to the best of my knowledge, | have no documents or information in my
possession (including on any computer) that identifies any cost or price estimate related
to any Allas launch service or launch vehicle, other than (i) documents that are in the
public domain, (i) documents that are not in the public domain but were prepared by a
Boeing employee atter April 1, 2004, or (iii) data provided directly by Lockheed Martin
under a proprietary information agreement for use on a specific program such as Orbital
Space Plane.

| centify that | have received the special procurement integrity training course designed

for El:elta new proposal activities, and have received training in the Firewall Procedure
requirements.

Slgnature:

Printed Name:

Date:




ATTACHMENT Hl
NEW PROPOSAL TEAM MEMBER'S EXIT CERTIFICATION FORM

| confirm that | complied with the requirements of the Deita Program Proposal Team
Firewall Requirements Procedure while | was working on the Proposal Team.
| certify that | complied with zll requirements of the Procurement Integrity Act while | was
working on the Proposal. | cerfify that | know of no violations of either the Firewall

Procedure or the Procurement Integrity Act related to the Proposal, other than any
mgttors that | have already disclaged to Ethics or the | aw Department.

In particular, | cerlify that, to the best of my knowledge, | did not recelve any Buy |
Proposal Information or data proscribed by seclion 2.4 of the Firewall Procedure while |

was working on the Proposal.

| undersiand that | must keep New Proposal Information confidential even afier | have
ceased supporling that efiori

Signsture:
Printed Name:

Date:
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EXHIBIT E-2

I, George Mueliner, certify that | am Senior Vice President of Air Force Systems, a
business unit of Integraied Defense Systems in The Boeing Company ("Boeing’). 1
further cenify that, to the best of my knowledge, Boeing has used best efioris to collect
Allas launch service and vehicle cost and price information (excluding documenis in the
public domain or provided by Lockheed Mariin under a contractual arrangement) and to
destroy this information or secure it under conirol of the Law Departmani. | make this

certification on the basis of the following actions:

Beginning in Fall 2002, the Law Depariment ensured that the Branch
documents are available only for investigation and litigation purposes.

Beginning in May 2003, Matt Jew's ofi-site files were secured. Since April
2004, all of Mr. Jew's files and hard drive have been secured and are
available only for investigation and [iigation purposes.

In June 2003, ten employees were found to have received copies of Richard
Hora's Allas V analyses. Thess employees confirmed they either no longer
had copies of the Hora (or denvative Jew) estimates, or they provided such
estimales o the Law Depariment. Boeing will secure the files of any other
employses found lo have received Hora's anzlyses and, subject to U.S.
Attorney concurrence, electronic copies of such files will be delsted from their

hard drives.

Mati Jew revised an Atlas V cost estimaie based on the Hora data. A
spreadsheet file conlaining Jew's revised Atlas V cost estimate had been
posted on the BLS server. In June 2003, thai spreadsheet file was removed

irom the sernver.

Inaclive MLV lll contracts and proposal files and files belonging to two former
Delia engineers. ideniified and collected during the MLV Il and Jew
investigations, will be secured.

Off-site ELS Systems Cost Anzlysis files have besn collected and secured by
the Law Department.

On July 30, 2003, Boeing conducted a training session for all employees
regarding proper use of third-party proprietary data. This was followed by a
Law Department "stand down" on Oclober 1, 2003, which focused on new
investigation procedures and lessons learned from previous investigations.

Beginning in September 2003, more than 250 employees who had worked on
the Delta program ceriified that they did not possess (or had provided lo the
Law Depariment) Lockheed Mzriin EELV documents or compeiitive
assessment= of Lockheed Mariin's EELV program.



Beginning in February 2004, over 2 400 employees {including both current
and former Delta personnel) cerified that they searched for and provided the
Law Depariment copies of Lockheed Mariin EELY documents and documents
coniaining Lockheed Martin EELY information (whether or not they contained
restnctive legends). Where employees provided copies of elecironic files
conlaining Atlas launch service or vehicle cost or price infarmalion (excluding
documents in the public domain or provided by Lockheed Mariin under a
contractual arrangement), those files will be secured and deleted from these
employees' compuiers, provided that the U.S. Attorney's office and the Court
in Lockheed Madin Corp. v. The Boeing Company ef al., No. 6:03-CV-786-

ORL-28-KRS (M.D. Fla.} approve the deletion,

Cwver 3,000 Expendable Launch System employees have been asked to
cerify that they do not have any documents (whelher electronic or not) that
contain Atlas launch service or vehicle cost or price infermation (excluding
documents in the public domain or provided by Lockheed Martin under a
contractual arrangement). Responses from employees are being processed,
Those employees that have such documents in hard copy format will turn
thermn over o the Law Depardment; documents in electronic format will be
secured and deleted from these employees' compulers provided that the U.S.
Atlorney’s office and the Court in Lockheed Manin Corp. v. The Boging
Company &t al., No. 6:03-CV-796-0RL-2B8-KRS (M.D. Fla.) approve the

delelion.

During the first three months of 2004, all Boeing employees signed an
employee Code of Conduct cediflication stating {(smong other things) that they
would adhere to all restrictions on use of third pary proprietary data and
comply with all applicable laws, rules and regulations.

In December 2003 and January 2004, more than 60 Delia Buy lll personnel
ceriified that they will not knowingly use Buy | proposal information or any
compelitive assesement information.

The Delta Program will implement the firewall procedure for future competitive
procurements that is an Exhibit to the Administrative Agreement.

| further certify that the Boeing Law Depariment will destroy all copies of Atlas launch
service and vehicle cost and price information (excluding documents in the public
dormain or provided by Lockheed Martin under a contractual arrangement) upaon
completion of the EELY civil and criminzl litigation; provided that the Law Depantment
will preserve one copy of each document for the Law Depariment archives.

‘ﬁéﬁﬂéﬁm_

George Muellner

5%&@2 2004
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EXHIBIT F

STATEMENT OF WORK

This Statement of Work (“"SOW") establishes the ¢ffort to be undertaken by
BearingPoint, Inc. {“BearingPoint”™) in providing to The Boeing Company (“Boeing™) the
Special Compliance Officer (“SCO™) services required by the Intenm Administrative Agreement
between Boeing and the U.S. Air Force (“Agreement™) (*5C0 Engapement™). BearimgPoint will
provide the services of George T. Babbitt a5 the SCO and associated support personnel with high
imegrity, broad experience in ethics and government conlracting, and the required profcssional
skills to successfully manage this undertaking given the size and complexity of Boeing. Unless
otherwise directed by the Air Force in the Agreement, BearingPoint will provide Bosing with
reasonably available informetion generated in the performance of its SCO responsibilitics that
Bocing may require to comply with its reporting requirements under the Agreement.

1.0 General Scope

The SCO will be responsible for momtonng and assessing Boceing's compliance with the
Agreement to ensure that Boemng performs its obligations in a imely and satisfactory manner,
and to perform the other duties a5 described mn the Apreement. The duties of the SCO will
include:

11 Developing 2 Compliance Momtonng Plan (in coordination with Boeing and
subject to concurrence of the Air Force),

1.2  Determining if Boeing has adequaite controls in place to provide reasonable
agsurande that it 15 confonming and adhering to the reguirements of the
AgTeement;

1.3  Verifying that adequate training is being accomplished 1o ensure that Bocing
employees are knowledgeable of their ethics/compliance obligations. Special
attention will focus on training related to the trestment of competitive information
and contacts with government officials;



1.4 Assessing the involvement of Boeing management in ethics/compliance aclivities,
including Bosmg internal investigalions,

1.5  Centifying to the Air Farce Boeing's compliznce with its proposal preparation
policies and procedures (including the restrictions set forth in Exh. E-1 10 the
Agreement) for 1.8, Government competitive propesals in excess of S500M and
for all Boging proposals in U.S. Govemment “competitive procurements™ (as

defined in Exh. E-1) for launch vehicles or launch services regardless of amount,
or providing & report describing any noncompliance;

1.6  Reviewing Boeing Ethics Line and Ethics Advisor acuvity;

1.7 Verifying that Boeing is compiling and submiting the required reporis in a
timely manner;

1.8 Reviewing non-privileged reponts of significant internal investigations, or non-
privileged portions of the files of such investigations, to verify the invalvement

of Boging management and the Boeing Office of Internal Governance (“01G™)
and the sufficiency of disclosures to customers and other third parties; and

1.9 Ensuring that Boeing is conducting adequate audit and follow-up activities 1o
ensure compliznce with the Agreemen.

The terms “certify,” “ensure” or “verify” as used in this Agreement do not imply any
guarantee or warranty by BearingPoint of Boeing's compliance status. The SCO will reasonably
confirm the extent of compliance with applicable policies and procedures, including oral or

wrillen assurances from Bocing management.

2.0 Engagement Staffing

BearingPoint will staff and utilize for the entire S5CO Engagemenl & core program
management group. This will consist of a full ime PMI certified Project Management
Professional serving as Program Manager with at Jeast two full time Task Leads.

30 Kev Personnel

The BearingPoint key personnel identified in this Article 3 (Key Personnel) are essential
for the successiul accomplishment of the work to be performed under this 3CO Engagement.,

BearingPoint agrees that such personnel shall not be removed from this Engagement or replaced



without the prior written consent of Boeing and of the Air Force. Such consent shall not be

unreasonably withheld or delaved.

3.1 OQualifications. Restrictions and Authority

3.1.1 Qualifications and Restrictions

The Key Personnel will be nowledgeable of government contracting and system
acguisition and have familiarity with ethics and compliance programs of large organizations.
They will not be current or former employees of Booing, have no current personal or financial
conflicts of interest with Boeing, and not have been personally involved in a business
relationship with Boeing within the past three years. Boeing will not employ or retain the
services of the Key Personnel during and for a period of three years afier the expiration of the
term of the sppointment. These restrictions will not precluds BearingPoint from representing or
emtering into a business relationship with Bocing on 2 marter that 1= urmrelated to, and that does
not present & confliet of interest with, the Key Personnel’s compliance monitoning
responsibilities, unless the SCO or other Key Personme] shares in the revenues derived from
Boeing by BearingPoint from any such matter(s) beyvond normal pay and benefiis as a
BearingPoint employee.

3.1.2 Authority

In accordance with the Compliance Momitoring Plan, the SCO will have authonty 1o
retain and use, at the expense of Boeing, such professional and administrative staff as arc
reasonably necessary to camy out the responsibilitics of the appoimment. The SCO shall be
entitled to rely upon the opinions, conclusions or reporis such professional and administrative
staff received in good [aith in respect of matters related to this Agresment. The SCO will have

authorty and responsibility to report, as appropriate, any reconmumendations regarding

Laa




improvements 1o the Agreement and the Boeing remedial measures specilicd therem, and any
1ssues, problems, or disagreements concerning compliance to the Semor Vice President of
Boaeing’s Office of Internal Governance, and to the Air Force Deputy General Counsel

{Contractor Responsibilicy).

3.1.3 Succession

If because of unanticipated circumstances tne BearingPoint 5C0 is unabie 1o serve Tor
the duration of the term of the appointment, Boeing will select and appoind a new SCO, not
employed by Boeing, whose selection and appointment will 2lso be subject to the gualifications
and restrictions set forth herzin, and the concurrence of the Air Foree Deputy General Counsel
(Contractor Responsibility). Such new SCO may or may not be from BearingPoint. If the SCO
has served for a period of all bul six months or less of the appointment and has provided the final
independent SCO report per Section 4.2.2 below, but is no longer sble 1o serve, Boeing may
appoint a person employed by Boeing, subject to the concwrence of the Air Force Deputy
General Counsel {Contractor Responsibility), to serve as $CO for the remainder of the term.
Any employee so appointed will not be subject to the restrictions stated above. The term of any
successor, and the remainder of the term of the SCO, will commence on the date of that person's

Bppointment.

314 Appointment

BearingPoini’s Director, Aerospace & Defense Operations, General George T. Babbitt
(USAF Retired), will serve as SCO and perform all of the duties of the SCO required by the
Apreement and this SOW, as summarized in Section 3.6 below.

. Program Director

Philip Freederberg, Managing Direcior, BesringPoint, will serve as Program Director for

the 5CO Engagement and will perform the responsibilities summarized in Section 3.6 below,



33 Program Manager

Trevor Bender will serve as Program Manager for the SCO Engagernent and will perform
the responsibilities summarized in Section 3.6 below. The BearingPoint Program Manager will
be co-located with the Bocing OIG Program Manaper and work closely with the OIG Program
Manager to ensure that BearingPoint performs the SCO responsibilities in an effective and cost
efficient manner.

34 Expert Task 1.eads

Julie Moore and Michael Johnson will serve as Task Leads and perform the
responsibilities summarized in Section 3.6 below.

3.5 Team Advisors with Expert Knowledge

William Kealing, Mznaging Director, BeanngPoint; Frank Beatty, Senior Manager,
BearingPomt; and William Krefit, Senior Manager, BearingPoint, will serve as Team Advisors
with Expert Knowledge and perform the responsibilities summarized in Section 3.6 below.

3.6  Key Personpel Responsibilities

Title Kesponsibilities Boeing Counterpart
Special * Responsible for the judgments expressed in all reports end | OIG VE Compliznce
Compliance for the timeliness and quality of repons,

Officer

*  Hesponsible for complete and tharough assessments of
Boeing complisnce.

#* Driefs Bocing and Air Force senjor leadership on progress
an agreed upon periodic basis,

* HNaotifies Bocing Scniog VP QG and the 4ir Force
prompily ef 2oy significant findings and
recommendations.

* Certifics Boemg's compliance with its proposal
preparation pobicies and procedures for 2l 11,5,
Government competitive proposzsls =53000 and all
competitove LS, Government proposals for Jaunch
wehicles o7 lzunch services.

Frogram Director |  Assists SCO direcily to monitor and zssess compliaose. UIG Program Manager

*  Ensures that BearmpPoint’s resporsibilites and
delivereble requirements are properly steffed and nonaged




FProvides overzll puidznce apd directon [or the
HezringPoini te=m

Parficipares in moothly m-process Teviews

Ensures quality control procedures are established and
implemenied

Munages conmacts, billing, payments and contract
closequs

FProgram
Manager

Day-to-day execunon lepd of the BearingPaint teem
Develops projed management plans o suppor] overall
reET=m

Conducts weekly stalus meetings with Task Leaders

ldentifies 2nd decuments monitoring sed asscasment
LEElRE

Leads monthly m-process reviews
Prepares SO0 scparts reguired under the SOW

Reviews and follows-up on comective action plans

010G Progrzm Mapaper

Tasgk Leadsrs

Establish znd meintain schedule and document wacking

Suppaort dzy-to-day §C0 program tasks

D15 Project Menzger
OIG Tesk Leaders

Team Advisors
wilh Expent
Knowledgs

Participate in monthly in-process reviews

Suppon the SCO in making fudzmems required by the
Charter

Avgment the delivery team st dmes of peak activity

O1G Funchional Team Leaders

3.7

Outside Experts

When making the judgments necessary to perform his responsibilities, the SCO may

retain advisors reasonably acceptable to Boeing and the Air Foree to provide additional

expertise. This would arise if the SCO determined that the required expertise was of &

prolessional nature (e.g., legal, accounting) or unavailable within BearingPoint. Tn such cases

BearingPoint will bong the issue to the Boeing OIG Program Manager and propose the terms

under which the outside expert would be engzged. Bearin gPoint will not engage outside experts

without Boeing’s and the Air Force’s prior written consent. Such consent shall not be

unreasonably withheld or delayed.




d.0  Tasks
4.1 Compliance Mopitoring Plan (“*CMP™)

BearingPoint, in coordination with Bosing, will develop @ CMP acceptable to the Air
Force. In developing the CMP, BearingPoint will familiarize itself with Boging’s processes and
procedures for cnsuring compliance with the Agresment. In conducting ils own compliance
monitoring, BearingPoint will leverage those Bocing processes and procedurcs, 2s well as
Boeing resources, lo the maximum practicable extent, consisient with its responsibilities to
provide an independent assessment of Boeing’s compliance with the Apreement. BearingPoint
will, at no additional charge to Boeing, use its suile of program manzgement 100l Known as
“PMO Cnline™, a web-based suite useable from any location, to suspense and monitor Boeing

compliance events,

4.2 Independent Reporis o the Air Force and Boeing's Chiel Execotive Officer
(“CEO™)

4.2.1 Initial Independent Compliance Report

Berween four and six months afier Air Force approval of the CMP, the SCO will provide
an initial independent report of Bocing's compliance activities to the Air Force and Boeing's
CEQ. This report will describe the SCO's activities and Boeing™s compliance activities for the
period covered by the report. The report will also propose, 1n coordination with the Air Force

&nd Bocing, any changes to the CMP the SCO belicves to be eppropriate.

4.2.2 TFinal Independent Compliance Report

Between three and five months prior to the expiration of the Agreement (or a date
otherwise established by the Air Force), the SCO will provide 2 final independent report of

Boeaing's comphance activities to the Air Force and Bocing's CEO. This report will deseribe in



detai] the SCO07s activities since the SCO’s engagement 2nd the extent 10 which Bocmg bas
complied with the Agreement since its cifective date based on his experience with the CMP

through the date of the report.

423 Sicnificant Issues or locidents

The 5T0 will sépini sspulivani msucs of cicnis w the Alr Force and ihe Sosing
Senior Vice President OlG, including any refusal by the SCO 1o certify Boeing's compliance in

connection with government proposals, whenever such matters come to the attention of the SCO.

43 Periodic Reports

The SCO will repost 1o the Boeing Semior VP OIG and the Air Force on Boeme™s
implementanon of the measures outlined in the Agreemcnt and on the SCO"s activities, within
sixty (60) days of the Air Force's approval of the CMP, each month thereaficr for the first year
of the Agreement and quarterly in subscquent years of the Agreement. The format and content
ol such reporis will be estzblished in coordination with Bocing and acceptable o the Air Force.
Once establiched they shall be changed only on the mumal agreemers of the three perties.

The SCO’s periodic reports will include the SCO’s identification of all Bocing
competitive U. S. Government proposals greater than 5500M and of all Boeing proposals in U.S.
Government “compelitive procurements” (as defined in Exh. E-1 to the Agreement) for launch
vehicles or launch services regardless of amount submitted during the reporting period, and the
SC0’s cerufication as to those that were and those that were not prepared in accordance with

Boeing's policics and procedures for the preparation of such proposals.



X Deliveraliles

BearingPoint will provides the following deliverables in support of its performance of

SCO0 responsibilitics:
CDERL Deliveroble Title Scheduled Completion

A0 A Draft Compliznes Monitoring Plen (CMFP) o Bocing MLT 43 Drays zfier signed
Agreement

ADDIB Propesed CMP to Air Foree j B0 Davs afier siybod Apiceiicni

AQT2 Feriodic Repons to Ajfr Force WLT &0 Deys afier Afr Force
spproval of CAP zod moothly
thereafier for 1% yesr
Craarerly afier the 15 year

AND3 Initial Independent Complionce Beport Four io 51x months afier Atr Force
approval of CMP

AlDg Finual Independsni Complinnce BEepont Six months prior to expiration of

Apreement {or other dats
ectabliched by the Air Force)

6.0  Assumptions
EearingPoint’s performance under this SOW is based on the following assumptions.

Deviations from these assumptions that arise during the engagement will be managed through

the mutually agreed-upon procedures set out in Section 7.5:

BeanngPoint team members may require reasonable facility and administrative
support. Requirements will be coordinated through the Boeing 01G Program

Manager.

Bocing will provide reasonable non-escort access to BearingPoint Team members as
required to support this engagement or provide personnel with escorts while on

Iocation.

No specia] classification access clearance will be needed for the performance of this

project

BearingFoint will provide the deliverable documentation support using Microsoft

Oiffice applications, PDF format. or ERWin.




7.0 Boeing’s Responsibilities

BearingPoint’s ability to perform the tasks required by this SOW is predicated on
Boeing’s full cooperation and prompt compliance with the SCO's requests and the following

responsibilitics being fulfilled by Bocing.

7.1 01G Vice President. Compliance

The OIG Vice President, Compliance will have the authority to act for Bosing on matters
pertaiming to the successful execution of this Engagement, provided, however, that the General

Services Agreement may only be modified or emended as presenbed therein.

72 Bocing Provram Aanacer

Boeing will designate a Program Manager within the QIG to be the focal point for
BearingPoint communications. The Program Manager will be the point of contact for

BearingPoint 1o aid in:

The coordinated development of the Compliance Momtoring Plan

. The establishment of effective communications to notify the SCO of events or repori
completion
Providing Boeing Policy and Procedure material to ass1s1 the SCO

. Scheduling team members to observe appropriate meetings and training events

. Resolving 1ssues conceming miscommunication or late suspense

. Resolving minor discrepancies

. Accomplishing monthly in-process reviews

7.3  Information Needs

BeanngPoint will be provided reasonable support from Boemg IT staff i order 1o
efficiently integrate its “PMO Online” information technology tool into Boeing’s archileclure

and to comply with Boeing siandards.

10



7.4 In-Process Reviews

Bocing will participate in monthly in-process reviews berween the SCO and the QIG
Program Manager 1o be conducted by BearingPoint. These reviews may be conducted via

teleconference,

75 Engagement Chanee Control Procedure

Changes 1o services described in this SOW, including addition and deletion of services,
will be submitted in an Engagement Change Request (“ECR™). The ECR will describe the
change, the rationale for the change, and the effect the change will have on the SCO
Engagement. The Program Manager of the requesting party must authorize the request before
submission to the other party. The receiving party may either accept the ECR for
implementation or further investigation, or reject it. If it is accepted, it will be forwarded to the
Adr Foree and thereafler implemented only if accepted in writing by the Air Force. Any change

in this SOW may affect the charges, estimated schedule, or other terms of this Engagement,

7.6 Access and Cooperation

The SCO will have full and complete access 1o Boemg personnel, books, records,
documents, end technical information related to Boeing's comphiance with the terms of the
Apgreement, except for privileged material for which the SCO will be given a detailed
unprivileged synopsis. Bocing will cooperate with any reasonable request and provide any
reasonably required assistance, including zssistance to oblain necezsary security clearances, for

the SCO 10 monitor Boeing’s compliance with the Agreement.

11



8.0 Cost Estimates

BearingPoint will provide Bocing cost esumates for performance of the Tasks set oul in
this SOW as detailed below. BearingPoint agrees that it will not exceed these cost estimales
without the prior written 2pproval of Boeing.

8.1 Preparation of the Compliapce Monitoring Plan

Within five (5) working days of the execution of the General Scrvices Agresment

between Boeing and BearingPoint, BearingPoint will provide Boeing with an estimate of the cost
of preparing the CMP and submiiting it 1o the Air Force for approval (Task 4.1).

82 Inmitial Implementation of the Compliance Monitoring Plan

Within five (5) working days of the Air Force's approval of the CMP, BeaningPoint will
provide Boeing with an estimate of the cost of implementing the CMP through the submission of
the [nitial Independent Compliznce Report (Task 4.11), including submission of the Periodic

Reports reguired by Section 4.3.

Within five (5) working days of the Air Force's acceptance of the Initial Independent
Compliance Report, including Air Force approval of any changes to the CMP proposed therein
by the SCO, BearingPoint will provide Boeing with an estimate of the costs of implementing the
CMP through the expiration of the Agreement. or such other period as may be agreed 1o by the

parties.



Exhibit G has been redacted.



REDACTED VERSION FOR PUBLIC RELEASE

EXHIBITH
Submissions, Presentations to, Appearances before USAF DGC

Pursuant to Article 15.2 (i), Boeing's good faith estimate of the costs of Boeing's
submissions, presentations 10, and appearances before the U. S. Air Force Depury
Seneral Counsel for Contractor Responsibility, from March 21, 2003, through
September 30, 2004, is 5212,651. These costs do not include the efforts of in-house or
outside counsel, which are separately accounted for as unallowable.

This estimate was developed based on the tfime cxpended by Boeing's Executive
Management (Directors) and Senior Management in preparing and meking the foregoing
submissions, presentations and appearances, and the associated travel costs. No Line
Management or regnlar staff ime was devoted o these efforts. The Execustive and Senjor
MManagement personnel involved were requested to provide (1o the best of their
knowledge and belicf) an estimate of the hours they expended in the activities identificd
in Paragraph 3 below. In the sbscnce of any soch estimases from the personnel, hours
were estimated for them.

. Hours were costed using weighted average labor rates by salary level (based on the
participants’ expended hours and acteal individual base salaries), plus epplication of a
(FEDACTED) factor for fringe benefits. Administrative support was added
{(EEDACTED).

. The chan below sets fonh these figures and computations. (REDACTED)

Tte foregoing estimate inclodes costs incurred by Exccutive end Senior Management in
pe-forming such tasks as the following:
i Kick-off meetings to strategize and develop plans for submissions
ii. Preparation for kick-off, working, and states meetings
ili. Working meetings to coordinate plans and gather data
iv.  Preparation of submissions
v Status meetings regarding snbmissions
vi.  Review and approval of submissions
vil.  Presentation and explanstion of submissions to Air Force
viii. Follow-up meetings
(1)  Kick-off meetings to discuss follow-up action items and responscs
(2)  Development of responses to action ilems
(3)  Imterim mectings to status action jtems
(40 Consolidation of action itcm responses
(5)  Review and spproval of action item responses
(6)  Travel time (o meetings

The credit for these costs related 1o IDS will be made throngh the IDS Home Office
Business Unit G&A pool. The credit for these costs related to WHQ will be made
through the WHQ Overhead Claim using a composite pool base. The adjustment= for the
cost estimates for 2003 will be made in the 2003 claims, and the adiustments for the cost
estimates for 2004 will be mads in the 2004 forward pricing and subseguent claims,
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REDACTED VERSION FOR PUBLIC RELEASE

EXHIBITI
Response ta USAF Notice of 24 July 2003

Purszant to Article 15.b.(iii), Bocing’s good faith estimat= of the costs of responding w
+e Air Force's "Notification of Intent 10 Excrcise Government's Right to Pamially
Terminate Contract No. FO4701-98-D-0002 for Defanlt for Good Cagse™ (dazed July 24,
2003) is § 96,532, Thesc costs do not inclede the effors of in-house or cutside counsel,
which are separately sccounted for as unallowable.

‘his estimate was arrived at by caleulating time expended by Executive Management and
EELY Program support personnel who assisted in developing Bocing's response to the
foregoing Air Force Notification. These positions are identified below in Paragraph 3.
To zTive at the hours expended by these positions, Bocing used actual labor hours
devoted to response activity as reflzctad in Boeing asccounting records (1.2, labor tapes)
:nd, when recorded hours were not available, an estimate was developed by the Program
personnel involved. The hours spent by Executive Management positions were estimated
by IDS Staff Contracts and Pricing.

Hours were costed using weighted zverage labor rates by salary level (based on the
pamicipants’ cxpended hours and actual individual bese salaries). For personnel charging
1> G&A, a fringe rate (REDACTED) was applicd. For personnel charging direct to the
contract, fringe, overhcad and G&A were applicd. Administrative support was added
(REDACTED).

The chart below sets forth these figures and computations. (REDACTED)
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REDACTED VERSION FOR PUBLIC RELEASE

EXHIBIT ]

Costs of Bringing Self Governance, Compliance, Ethics Programs
to a Level Acceptable to the USAF

Pursuant to Article 15.b.(vi), Boeing's good faith estimate of the costs of bringing its seli
governance, compliznce and/or ethics programs to a leve] acceptable to the Air Force,
commencing June 10, 2003, is $27,539,996.

EBoeing arrived at this estimate by adding the costs of the IDS 2003 Recommitment Day,
the Law Department 2003 Stand-down Day, the World Headquarters (WHQ) 2003
Recommitment Day , the Air Traffic Management (ATM) 2003 Recommirment Day, the
preparation and promulgation of the enhancements to Boeing's sclf governance,
compliance, and/for ethics policies, programs and procedures necessary to bring them o 2
level acceptable to the Air Force, and the additional independent review of Boeing ethics
and compliance policy and procedures. As described in Exhibit B, Recommitment Days
alzp have been held by Boeing Commercial Aircraft (BCA) and Connexion; however,
these are not included because they arc commercial organizations whose costs do not
flow to U.S. Government contracts.

Activity Cast

IDS 2003 Recommitment Day $20,545,774
Law Department 2003 Stand-down Day $60,985
WHQ Recommitment Day $291,197
ATM Recommitment Day 526,015
Preparation and promulgation of $6.416,0235
enhanced policies, programs and

Additional independent review of Ethics $200,000
and Compliance policies and procedures

Total $27,53%.9%

The bases of the foregoing cost estimates are as follows:

i IDS 2003 Ethics Recommitment Day: $20,545,774 was estimated based on the
average hourly lsbor rate for [DS and the number of participants, plus
(REDACTED) fringe benefits were applied for this indirect activity. SSG
support and WHQ Washingion, D.C., attendees of this Recommimnent Day are
included in these costs, which arc based on the same methodology. Non-labor
costs directly associated with this activity have also been included in this
eslimate.

b. Law Department 2003 Stand-down Day: 560,985 was estimated based on the
average hourly labor rate for the WHQ Legal organization and the number of
participants, pins (REDACTED) fringe benefits were applied. Non-lzbor costs
directly associated with this activity have also been included in this estimate.
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World Headguaners 2003 Ethics Recommitment Day: $291,197 was cstimaied
based on the average hourly labor rate for WHQ and the current headcoont on the
day of the activity, plus (REDACTED) fringe benefits were applied S5G suppont
attendees of this Recommitment Day are included in these costs, which are based
on the same methodology. Non-labor costs directly associated with this activity
have also been included in this estimate.

ATM 2003 Recommitment Day: 526,015 was estimated based on the average
hourly labor rate for ATM and the current headeount on the day of the ectivity,
plus (REDACTED) fringe benefits were applied.

Preparation and promulgation of enhanced policies, programs and procedures:
$6,416,025 was estimated for these activities. These costs do not inclede the
efforts of m-house or cutside counse], which is s=parately accomonted for as
unallowsable. Nor do they include the costs of operating and maintaining
Boeing's enhanced policies, programs and procedures, including, withont
Limitation, employee atendance &t revised training courses, employes
participation in the meetings of the newly-established IDS CAST and CRB, the
Company Ethics® Recommitment Events for 2004, employee consideration and
execution of new certifications required for competitive proposals, the hiring of
additional ethics advisors or the efforts required to prepare, promulgste and
complete the Employee Code of Conduct independently mandated by the Bocing
Board of Directors in January 2004.

i The estimate was first developed in December 2003 for the period
beginning June 10 through November 2003. A request for estimates,
dated December 4, 2003, was directed to all members of the Procurement
Integrity Process Improvement Steering Comsiitiee, the principel focal
point for the proprietary/competitor data issoes that were driving the
Company's cfions to enhance its policies, programs and proceduores arg that
timec. The request instracted that estimates should include time spent on
the following activities relatad mmhmm:ufﬂmmg s policies,
programs and procedures.

*  Kick-off meeting to brainstorm and develop plans

*  Working meetings to coordinate plans and gather data
. Development of Action Teams

e Staus meetings

*  Approval of Strategy Group's plans

=  Brefing to Sponsor

*  Consolidation of Action Teams' findings/results
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*  Approval of Action Teams' findings/results
=  Brefing to Strategy Group
Travel time to and from mestings

*  Travel costs to and from meetings

The request for estimates also instrocted Stecting Commitiee members to review
an attached list of cmployees thought 1o be involved in enhancement activities to
make sure jt was accurate and complete.

A second request was transmitied an March 1, 2004, for updated estimates for the
period December 2003 through March 2004. This request specified that updated
estimates should concentrate on “Rudman/ELG implementations™, r=flecting the
additional enhancements to which the Company had committsd since the initial
estimate in December 2004.

A third request was transmitted on April 27, 2004, for updated estimates of the
mﬂm&rﬂ: period Apzil 1, 2004 throush May 17,

A fourth and final request was sent on August 5, 2004. This request specified thar
data submirtals for labor hours 2nd non-labor costs be extended through the end of
2004 and any effons conlinuing imo 2005 related to the activities in Exhibit D) be
identified. All activities to enhance policics, programs and procedures are
planned for completion by the ead of 2005, so zo reguest for dzta beyond 2005
Was necessary.

ii. These estimates were developed 1o account for time expended by
Execotive Management (Directors), Senior Management, Line
Managrment and staff, and 1o account for associaied trave] costs.

(1)  Perscnnel were requested to provide (to the best of their
knowlcdge and belief) an estimste of the hours expended; if no
mesponse was received, hours were estimated for them.

(2)  Each group’s labor costs were determined by multiplying the hours
worked by the group and the group’s weighted average labor rate
{including a (REDACTED) frings rate).

(3)  Travel and other noe-1zbor costs were then added to amive af each
group’s total cost.

(4)  The individual group total costs were then added to determine the
group’s overall costs.

(5)  The cost of administrative support was added (o the foregoing
subtotal (REDACTED).

(6)  The total cost for the enhancements was then determined by adding
the subtotal to the administrative cost.
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The foregoing steps are sel forth in the following table: REDACTED

f. An additional independent review of the Boeing ethics and compliance policies
and procedures is required by Article 3.h.(iv) of the Agrecment. The cost
estimate for this review is $200,000 based on the cost of a similar independent
ToViEWw.

The credit for these costs related to IDS will be made through the IDS Home Office
Eusiness Unit G&A pool. The credit for these costs related 1o WHQ will be made using
the composite pool base. The credits for these costs related 1o ATM will be made
throngh the billing process. The cradits for these costs related to S5G will be made
through 55G cost pools, except for the Recommitment Day paricipation which will be
ircladed in the sponsoring segment's adjustments. The adjostments for the IDS, WHQ.
and S5G cost estimates for 2003 will be made in the 2003 claims, and the adjustments for
the cost estimates for 2004 and 2005 will be made in the forward pricing and subsequent
2004 and 20035 claims, respectively.
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EXHIBIT K
Administering the Axreement

Pursuant to Article 15.b. (vii), Boeing’s good faith estimate of the annual cast of
administering the Interim Administratdve Apreement is 51,687,142, These costs include
mounts cstimated for meetings pursuant to Article 11. However, these costs do not
include the efforts of in-house or owtside counsel, which will be separately accounted for
35 unallowable.

To obtain this estimate, Boeing determined the five-year cost of the personnel positions
Hat would be required 1o administer the tasks idenrified in the various Articles of the
“Agreement. The costs of these individual positions were then added, including
administrative support (REDACTED), to determine the 1otal five-year total cost of
administering the Agreement (38,435,709). This total Sve-vear cost was then divided by
ve 1o amrive at an estimate of the annual cost of adminisration ($1,687,142). This
procedure is represented in the following table:

Personnel Position Five-Year Position Costs
OIG Management 5905,216
Program Management £1,668,90+
Compliance Office 5028,720
Functiopal Support $1,130,220
Administrative Staff $1,673,110
(supporting all functions)
Communicarions 417,736
Internal Andit $564,576
Mectings with USAF +51.147.237
(REDACTED)
Five Year Total: 58,435,709
+ 5 vears

Annmusl Cost: 51,687,142
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Boeing estimated the five-year cost of each position. Boging determinad the pumber of
howrs worked by one full-time person in ther position per y=ar. The anmus] hours worked
were then muldplied by the equivalent personnel who would work each position to
cietermine the number of hours worked by that position for each year. The hours per
equivalent personnc] figure were then multiplied by the hourly rate for cach posiiion
cbizin the cost for each year. These years were then added to determine the estimated

f ve-year cost for cach position. Thess calculations for sach position are set forth in the
following sub-paregraphs.

(REDACTED)

Tae credit for costs related 10 WHQ will be made through the WHQ Administrarive Costs
forward pricing and subsequent claims over & composits base for 2004 through the life of
ths Agreement. The credits for costs related 1o IDS, the meetings with the Air Force by
ID'S executive man=gement, will be made through the NS Home Office Business Unit
G&A poal in forwerd pricing and subscquen: claims for 2004 through the Kfe of the
Ajprecmicnl.
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EXHIBIT L
Salary and Benefits for Former Employees

Pursuant to Article 15.¢, Bocing™s salary and bencfits cost for former employees Branch,
Erskipe, Sarchell, Hora, and Jew is $2,196,518.

This figure represents the individoals™ full salaries and benefits costs from January 1,
1997*, through the date each employce left Boging's employ. Each employee’s salary
and bepefits were added together to determine the total cost for each employee. These
sums were, in tum, added together to amive at the otal salary and bepefits cost for these
former employees, &s shown in the following mble:

=mplovee Salary Towl
Mr. Branch REDACTED REDACTED REDACTED
wr. Erskine REDACTED REDACTED REDACTED
Lir. Saichell REDACTED REDACTED REDACTED
MMr. Hora REDACTED REDACTED REDACTED
Mr. Jew REDACTED REDACTED REDACTED
$2,196,518

The credit for these costs will be made through the [DS Home Office Business Unit G&A
pool. The adjustmerss for costs from the period 1997 through 2003 will be made in the
2003 claim, and costs for 2004 will be made in the forward pricing and the subsequent
200 claim.

* Mr. Hora's costs commence of hiring July 2001.

TOTAL P.18



